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REPLY COMMENTS OF

SOUTHWESTERN BELL TELEPHONE COMPANY,
PACIFIC BELL, AND NEVADA BELL

Southwestern Bell Telephone Company, Pacific Bell, and Nevada Bell, (collectively
“the SBC Companies™), pursuant to the Access Reform First Report and Order' released by the
Federal Communications Commission (Commission) on May 16, 1997, hereby file their Reply
Comments to the Comments filed June 26, 1997.

The SBC Companies urge the Commission not to adopt its tentative conclusion to
impose PICCs on special access lines. There is no support in the Comments, and thus, in the record,
for such a charge to be adopted. The adoption of the Commission’s tentative conclusion would
therefore be wholly arbitrary and capricious.

The SBC Companies also agree with BellSouth and others* who state that the
Commission should not adopt any reallocation of any expenses for the use of general purpose
computers for billing and collection functions in FCC Part 69 at this time. BellSouth correctly points
out that even the Commission has acknowledged that access cost allocations are linked to separations

procedures and that the Commission has stated that separations reform will be addressed in the near

' Access Charge Reform, First Report and Order, CC Docket No. 96-262, (FCC 97-158)
(released May 16, 1997) (Access Reform First Report and Order).

* See, e.g., BellSouth at p. 5; USTA at p. 4.
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future. It makes more sense from all aspects to address the initial allocations of the separations
process first and then address any residual effects of access cost allocations.

Any cost allocations contain a degree of arbitrariness from an economic perspective.
Changing the allocation of general purpose computer expense prior to overall separtions reform will
not improve on the accuracy of the allocation.

Arbitrariness is particularly true with the proposed cost allocations. Either of the
proposed allocations would continue the allocation of the total general support facilities investment
between the jurisdictions based on a single allocator for all of the investment. Then that single

interstate amount would be segregated into two categories (presumably based on some unspecified

analysis of unseparated investment) and then the interstate amount would be allocated based on two
other allocators, not related to the jurisdictional allocation factor or the categorization analysis. This
is a prime example of perverse cost allocation at its worst.

BellSouth also notes that there has been no evidence provided that Part 69 rules do
not allocate a reasonable share of costs to the billing and collection category. This is particuularly
true when one considers the fact that the Commission has just authorized a separate separations
change for other billing and collection expense, which generally results in more costs being assigned
to the interstate jurisdiction and most of these costs in turn being assigned to the billing and collection
category. Assigning additional costs to the billing and collection category will increase the
vulnerability of local exchange carriers’ billing and collection services to competition from other
billing and collection providers or from the customer/competitor’s own billing and collection services.

The proposed change is not warranted by any quantitative evidence that access

charges are being unfairly burdened or that additional cost needs to be allocated to the billing and
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collection category. None of the proposals put forth by the Commission or the commentors in this
proceeding provide sufficient rationale or quantitative evidence to change the allocation at this time,
and thus, such a change would be arbitrary and capricious. Addressing the underlying allocations in
a separations reform proceeding and then adjusting the access cost allocation rules, if necessary,
would be a much more reasoned and reasonable alternative. Any action must be based on a careful
analysis of quantitative evidence, which has not been provided in the current proceeding.

CONCLUSION

For the foregoing reasons, and those contained in our Comments filed earlier in this
proceeding, the SBC Companies respectfully request that the Commission not adopt its tentative
decision to assess PICCs on special access lines, and not reallocate any expenses for the use of the
general purpose computers for billing and collection functions in FCC Part 69.

Respectfully submitted,

SOU@TRN BE@E\LE/ZOiE COMPANY
By (-

ROBERT M. LYNCH ’
DURWARD D. DUPRE
THOMAS A. PAIDA

One Bell Center, Room 3520
St. Louis, Missouri 63101
(314) 235-2507

ATTORNEYS FOR SOUTHWESTERN BELL
TELEPHONE COMPANY

NANCY C. WOOLF

140 New Montgomery Street, Room 1523
San Francisco, California 94105
(415)542-7657

ATTORNEY FOR PACIFIC BELL
AND NEVADA BELL

July 11, 1997
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WASHINGTON DC 20036

MICROSOFT CORPORATION

STANLEY M GORINSON

WILLIAM H DAVENPORT

PRESTON GATES ELLIS & ROUVELAS MEEDS
1735 NEW YORK AVE NW

WASHINGTON DC 20006

BANKERS CLEARING HOUSE MASTERCARD INTL INC &
VISA USA INC

HENRY D LEVINE

LAURA F HMCDONALD

LEVINE BLASZAK BLOCK & BOOTHBY

1300 CONNECTICUT AVE NW

SUITE 500

WASHINGTON DC 20036



BETTY D. MONTGOMERY
ATTORNEY GENERAL OF OHIO
PUBLIC UTILITIES SECTION
180 EAST BROAD STREET
COLUMBUS OH 43215-3793

TERRY MICHAEL BANKS
COUNSEL

ICG TELECOM GROUP
1303 SAWBRIDGE WAY
RESTON VA 22094

THE RURAL TELEPHONE COALITION
DAVID COSSON

L MARIE GUILLORY

2626 PENNSYLVANIA AVENUE NW
WASHINGTON DC 20037

ROSEVILLE TELEPHONE COMPANY
FLETCHER HEALD & HILDRETH PLC
GEORGE PETRUTSAS

PAUL J FELDMAN

11TH FLOOR 1300 NORTH 17TH STREET
ROSSLYN VA 22209

DAVID S J BROWN
E MOLLY LEAHY

NEWSPAPER ASSOCIATION OF AMERICA

529 14TH STREET NW
SUITE 440
WASHINGTON DC 20045

LCI INTERNATIONAL CORP NC
GREGORY M CASEY

DOUGLAS W KINKOPH

8180 GREENSBORO DRIVE
SUITE 800

MCLEAN VA 22102

THE RURAL TELEPHONE COALITION
MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP

1150 CONNECTICUT AVENUE NW
SUITE 1000

WASHINGTON DC 20036

THE RURAL TELEPHONE COALITION
LISA M ZAINA

KENNETH JOHNSON

21 DUPONT CIRCLE NW

SUITE 700

WASHINGTON DC 20036

TENNESSEE REGULATORY AUTHORITY STAFF

CHRISTOPHER KLEIN CHIEF
UTILITY RATE DIVISION

460 JAMES ROBERTSON PARKWAY
NASHVILLE TN 37243-0505

LESL.A LEHTONEN
ATTORNEY FOR

CALIFORNIA CABLE TELEVISION ASSOCIATION

4341 PIEDMONT AVENUE
OAKLAND CA 94611



NYSERNET INC

JAMES BRENNAN

ASSOCIATE DIRECTOR OF GOV SERVICES
RENSSELAER TECHNOLOGY PARK

TROY NY 12180-7698

SONETECH INC

W FRED SEIGNEUR
PRESIDENT

109 KALE AVENUE
STERLING VA 20164

CATHERINE R SLOAN

DAVID PORTER

RICHARD L FRUCHTERMAN 1
RICHARD S WHITT

WORLDCOM INC

1120 CONNECTICUT AVENUE NW
WASHINGTON DC 20036-3902

ALEX J HARRIS
WORLDCOM INC

33 WHITEHALL STREET
15STH FLOOR

NEW YORK NY 10004

TEXAS OFFICE OF PUBLIC UTILITY COUNSEL
LAURIE PAPPAS

DEPUTY PUBLIC COUNSEL

1701 N CONGRESS AVENUE 9-180

P O BOX 12397

AUSTIN TX 78711-2397

CYNTHIA B MILLER

SENIOR ATTORNEY

FORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BOULEVARD
TALLAHASSEE FL 32399-0850

DAVID J NEWBURGER!

NEWBURGER & VOSSMEYER

COUNSEL FOR

AMERICAN ASSOCIATION FOR ADULT AND
CONTINUING EDUCATION

ONE METROPOLITAN SQUARE SUITE 2400

ST LOUIS MISSOURI 63102

RICHARD J HEITMANN
WORLDCOM INC

S1S EAST AMITE
JACKSON MS 39201-2702

PETER A ROHRBACH

DAVID L SIERADZKI

F WILLIAM LEBEAU
HOGAN & HARTSON LLP
WORLDCOM INC

555 13TH STREET NW
WASHINGTON DC 20004-1109

COMMUNICATIONS WORKERS OF AMERICA
MORTON BAHR

PRESIDENT

501 3RD STREET NW

WASHINGTON DC 20001



KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD
TOPEKA KS 66604-4027

JULES M PERLBERG
ONE FIRST NATIONAL PLAZA
CHICAGO IL 60603

THOMAS B WEAVER

ATTORNEY - GTE MIDWEST INCORPORATED
ARMSTRONG TEASDALE SCHLAFLY & DAVIS
ONE METROPOLITAN SQUARE SUITE 2600

ST LOUIS MISSOURI 63102



